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SUBJECT: NEW U.S. FOREIGN POLICY OBJECTIVES AND 
ADAPTATION OF OECD TO SERVE THEM; VAN LENNEP VISIT TO 
WASHINGTON 

L SUMMARY. AT A TIME OF EXTRAORDINARY NEED FOR U.S. 

AND WESTERN INDUSTRIALIZED COUNTRIES TO COPE SUCCESS- 
FULLY WITH CHALLENGES OF ENERGY PROBLEM, INFLATION- 
RECESSION DILEMMA. AND MONETARY AND FINANCIAL PROBLEMS 
ARISING FROM BOTH. AS RECENTLY EMPHASIZED BY PRESIDENT 
AND SECRETARY KISSINGER, IT IS IMPORTANT TO HAVE 
ADEQUATE INSTRUMENTS AT HAND TO SERVE AND IMPLEMENT 
U.S. OBJECTIVES FOR SUCH INTERNATIONAL COOPERATION. 

THIS MESSAGE OUTLINES IDEAS FOR USE AND ADAPTATION OF 
OECD IN THIS CONTEXT WHICH REFLECT MISSION THINKING 
AS WELL AS REPORTS CURRENT VIEWS WHICH SECRETARY-GENERAL 
VAN LENNEP WILL RAISE WITH U.S. OFFICIALS DURING 
SECGEN'S VISIT TO WASHINGTON SEPTEMBER 28-OCTOBER 4. 

END SUMMARY. 
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2. AS WAS STRESSED IN RECENT SPEECHES BY PRESIDENT 
AND SECRETARY KISSINGER, THIS IS TIME OF ACID TEST 
FOR INTERNATIONAL COOPERATION AMONG WESTERN 
INDUSTRIALIZED COUNTRIES AS WE FACE CHALLENGES OF OIL 
SITUATION, OF PROBLEMS POSED BY INFLATION-RECESSION 
POLICY DILEMMAS, AND THE MONETARY AND FINANCIAL ISSUES, 
INCLUDING RECYCLING, ASSOCIATED THEREWITH. THE PAST 
AND FORTHCOMING RESTRICTED MEETINGS OF THE MINISTERS OF 
THE FIVE, THE VARIOUS FORMAL AND INFORMAL MEETINGS 
AND INITIATIVES WHICH WILL BE DISCUSSED AND ACTED UPON 
NEXT WEEK DURING IMF/IBRD ANNUAL MEETINGS AND NEW 
HIGHLY OPERATIONAL PROGRAM IN ENERGY WHICH IS EMERGING 
FROM ECG DEMONSTRATE IMPORTANCE OF THESE QUESTIONS 
AND THE CONCERN AT HIGH LEVELS IN CAPITALS. AS WE 
INTERPRET IT, U.S. POLICY REQUIRES EFFECTIVE INSTRUMENTS 

OF INTERNATIONAL COOPERATION WHICH CAN MAXIMIZE FINDING 
SUITABLY COMPATIBLE POLICIES WHILE AVOIDING ACTIONS 
UHICH RISK MUTUALLY REINFORCING SLIDE INTO WORLD 
RECESSION. NOT ONLY DO WE NEED TO ACHIEVE AN APPROPRIATE 
BALANCE BETWEEN CONFLICTING DOMESTIC POLICY DEMANDS 
OF INDIVIDUAL KEY GOVERNMENTS, BUT WE MUST DO THIS IN 
A WAY WHICH A) ELICITS THE SUPPORT OF OTHER GOVERNMENTS 
OF LESSER INDUSTRIALIZED POWERS AND B) IS SUFFICIENTLY 
VISIBLE AND CONVINCING TO THE BUSINESS SECTOR AND THE 
PUBLIC AT LARGE. LATTER IMPORTANT IN VIEW OF WIDELY 
MANIFESTED AND APPARENTLY GROWING DOUBTS IN OUR 
COUNTRIES ABOUT THE WILLINGNESS AND ABILITY OF GOVERN- 
MENTS TO CONTROL THE FORCES THAT HAVE BEEN UNLEASHED 
IN THE DOMESTIC AND INTERNATIONAL ECONOMIES. 

3. VAN FENNERS TRIP TO WASHINGTON AT THE BEGINNING OF 
THE NEW OECD WORK YEAR, AND ON THE EVE OF THE PROPOSED 
CREATION OF THE INTERNATIONAL ENERGY PROGRAM (IEP) 
WITHIN OECD, PROVIDES APPROPRIATE OPPORTUNITY TO 
REVIEW WHAT ROLE OECD CAN PLAY IN THE CONTEXT OF THESE 
PROBLEMS AND HOW THIS ORGANIZATION CAN BEST BE USED AND 
ADAPTED TO MEET U.S. OBJECTIVES IN CURRENT SITUATION. 

THIS TELEGRAM REPORTS ON SOME OF THE CONSTRUCTIVE IDEAS 
THAT VAN LENNEP HAS TOLD US HE WILL WISH TO DISCUSS 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 OECD P 22870 01 OF 04 271347Z 

DURING HIS MEETINGS IN WASHINGTON SEPTEMBER 28- 
OCTOBER 4, AS WELL AS FORWARDS MISSION'S OWN CONSIDER- 
ATIONS OF HOW OECD CAN BEST MEET U.S. INTERNATIONAL 
ECONOMIC POLICY REQUIREMENTS. AMBASSADOR TURNER' WHO 
WILL BE IN WASHINGTON NEXT WEEK, WILL BE PREPARED TO 
AMPLIFY MISSION'S THINKING. 

ADAPTATION OF OECD TO CURRENT /NEEDS. 
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4. VAN LENNEP BELIEVES OECD CONSTITUTES BROAD FRAME- 
WORK OF ECONOMIC COOPERATION AMONG INDUSTRIALIZED 
COUNTRIES WHICH CAN BE ADAPTED FLEXIBLY TO MEET NEW 
CHALLENGES OF THE TIME AND TO SERVE PURPOSES THAT ARE 
OF PRINCIPAL AND SPECIFIC CONCERN TO GROUPINGS OF 
COUNTRIES WHICH MORE LIMITED THAN OECD'S OVERALL 
MEMBERSHIP. VAN LENNEP IS PREPARED TO MOVE AHEAD ON 
OECD REFORMS AND HE WILL WANT TO OBTAIN VIEWS AND 
SUPPORT FROM HIS U.S. CONTACTS. HE INDICATES EUROPEANS 
HAVE BEEN RELUCTANT TO CONTEMPLATE CHANGES WHICH GO 
BEYOND STREAMLINING PROCEDURES WITHIN PRESENT 
STRUCTURE UNTIL BECOMES CLEAR WHETHER AND HOW NEW 
ENERGY PROGRAM CAN BE SUCCESSFULLY GRAFTED 

INTO OECD. VAN LENNEP AGREES THAT IEP IS IMPORTANT 
MILESTONE AND PRECEDENT FOR OECD (SEE BELOW) BUT HE 
ALSO READY. GIVEN U.S. SUPPORT. TO MOVE AHEAD TO 
IMPLEMENT CONCEPT THAT OECD SHOULD BE SHAPED SO AS 
BETTER TO ACCOMMODATE PROGRAMS OF PARTICULAR CONCERN 
TO PARTS OF OECD MEMBERSHIP. SUCH AS COUNTRIES WITH 
THE LARGEST ECONOMIES WHO HAVE MAIN RESPONSIBILITY FOR 
SUPPORTING WORLD ECONOMIC HEALTH. 

5. ON SPECIFIC ISSUES APART FROM ENERGY, VAN LENNEP 
BELIEVES MAIN CONTRIBUTION OF OECD CAN BE IN THE AREAS 

OF BROAD ECONOMIC POLICY COOPERATION TO DAMPEN INFLATIOR 
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WHILE AVOIDING RECESSION AND IN COOPERATION ON 
FINANCIAL AND MONETARY POLICY ON MATTERS WHICH CAN BEST 
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BE HANDLED AMONG LEADING INDUSTRIALIZED COUNTRIES 
RATHER THAN IN WIDER FORUMS SUCH AS IMF. SECRETARIAT'S 
ROLE IS TO PROVIDE BACKGROUND ANALYSES AND INFOR- 
MATION AND FACILITATE CONTACTS AMONG LEADING POLICY 
OFFICIALS. ON BROAD ECONOMIC POLICY COOPERATION. 

VAN LENNEP BELIEVES WILL BE USEFUL TO INTENSIFY WORK OF 
HIGH LEVEL ECONOMIC POLICY COMMITTEE (EPC) AND 
PARTICULARLY OF ITS RESTRICTED EIGHT-MEMBER "EXPANDED 
BUREAU" (CONSISTING OF GREENSPAN AND HIS OPPOSITE 
NUMBERS FROM MAIN INDUSTRIALIZED COUNTRIES). SUCH 
REVITALIZATION OF RESTRICTED EPC MEETINGS WOULD BUILD 
ON PRACTICE INITIATED DURING MCCRACKEN TENURE AS 
CHAIRMAN CEA. VAN LENNEP LOOKS TO GREENSPAN'S FIRST 
MEETING WITH THIS GROUP, ON OCTOBER 2, AS 
OCCASION FOR DETERMINING HOW THIS KEY GROUP CAN BEST 
PLAY USEFUL ROLE IN MONITORING ECONOMIC DEVELOPMENTS 
DURING DELICATE PERIOD AHEAD. 

6. ON COOPERATION IN MONETARY AND BALANCE OF PAY- 
MENTS ISSUES AND OBJECTIVES, VAN LENNEP LOOKS TO CON- 
TINUATION AND INTENSIFICATION OF ACTIVITIES OF 
SENIOR (BENNETT AND COUNTERPARTS) RESTRICTED POLICY 
GROUP WHICH MEETS AS WORKING PARTY 3, WHICH HAS 
PROVED ITS VALUE ON PAST OCCASIONS. IN CONTEXT OF 
OIL FUNDS RECYCLING, VAN LENNEP BELIEVES WP 3 MAY 
WISH TO CONSIDER DESIRABILITY OF A PLAN WHEREBY OECD 
WOULD ORGANIZE FINANCIAL INSTRUMENTALITY THAT COULD 
HELP QUICKLY TO MOBILIZE FUNDS FROM FINANCIAL MARKETS 
AND FROM OIL PRODUCERS AND LEND THEM TO THOSE COUNTRIES 
WITHIN OECD WHICH MOST HEAVILY HIT BY RISE IN OIL 
PRICES. AS VAN LENNEP SEES IT, SUCH SCHEME (PERHAPS 
OPERATED THROUGH BIS) WOULD NOT DUPLICATE IMF OIL 
FACILITY WHICH HE BELIEVES WILL MAINLY FUNCTION AS 
CHANNEL FOR FUNDS FROM OIL PRODUCERS TO LDC S. VAN 
I .F.NNF.P’SI IGGESTS THAT SUCH OECD FINANCIAL RECYCLING 
FACILITY WOULD BE POLITICALLY AS WELL AS FINANCIALLY 
OPPORTUNE. THIS BECAUSE, UNLIKE IMF IN WHICH OIL 
PRODUCERS ARE MEMBERS, OECD FACILITY WOULD HAVE 
CAPABILITY OF MOVING FUNDS FROM ONE PART OF OECD AREA 
TO ANOTHER AND THUS (GIVEN FACT THAT OIL PRODUCERS 
CANNOT ESCAPE FROM INVESTING SOMEWHERE IN OECD AREA) 
CONFIDENTIAL 
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WOULD STRENGTHEN BARGAINING POSITION OF INDIVIDUAL 
OECD COUNTRIES VIS-A-VIS OIL PRODUCERS. 

VAN LENNEP HAS BEEN DISCUSSING SUCH AN ARRANGEMENT 
WITH WITTEVEEN OF IMF AND ZIJLSTRA AND LARRE OF BIS 
AND WILL PROBABLY WISH TO SOUND OUT U.S. OFFICIALS 
ON THE DESIRABILITY OF FLOATING A SCHEME IN NEAR 
FUTURE. 

GROUP OF FIVE 

7. VAN LENNEP RECOGNIZES THAT MINISTERS OF PRINCIPAL 
COUNTRIES, SUCH AS GROUP OF FIVE. WILL GET TOGETHER 
IN RESTRICTED PRIVATE SESSIONS AND IN FACT ACKNOWLEDGES 
THAT IN CURRENT SITUATION IT IS NATURAL FOR THEM TO 
DO SO. HE WOULD LIKE IN A POSITIVE WAY TO MAKE OECD 
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RESPONSIVE TO NEEDS OF THIS RESTRICTED GROUP AND HE IS 
CONCERNED HOW OECD ACTIVITIES IN ENERGY, IN MACRO- 
ECONOMIC POLICY, AND IN MONETARY AND BALANCE OF PAYMENTS 
POLICY CAN BE MADE MORE RELEVANT TO KINDS OF CONCERNS 
MINISTERS OF FIVE HAVE. HE WANTS TO DISCUSS 
POSSIBILITIES OF TWO-WAY INTERACTION WHEREBY EPC AND 
WP 3 AND OTHER BODIES (INCLUDING AS APPROPRIATE THE 
OECD SECRETARIAT) COULD BE KEPT INFORMED OF RESULTS 
AND CURRENT THINKING OF THE FIVE SO THAT THESE COMMIT- 
TEES ENABLED TO FOLLOW UP ON WORK MINISTERS WANT TO SEE 
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ACCOMPLISHED, AS WELL AS TO FEED BACK TO MINISTERS 
INFORMATION AND POLICY IDEAS RELEVANT TO THEIR REQUIRE- 
MENTS. 

ENERGY 

8. VAN LENNEP WELCOMES ECG DECISION ON INTERNATIONAL 
ENERGY PROGRAM. HE SEES THIS AS EXAMPLE OF HOW OECD 
CAN SERVE REQUIREMENTS OF SMALLER GROUPINGS AND AS 
PRECEDENT FOR FLEXIBLE USE OF OECD IN FUTURE. AT 
SAME TIME, SECGEN FEELS QUITE STRORGLY THAT BASIC 
COUNCIL DECISION ON IEP BE CONSISTENT WITH COHESION 
AND INTEGRITY OF OECD. HE HAS SPECIFIC IDEAS ON THIS 
THAT HE WILL WISH TO DISCUSS IN WASHINGTON (THESE 
BEING REPORTED T SEPTEL). 

CONCLUSION 
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9. MISSION'S THINKING ABOUT HOW OECD CAN BE MADE MORE 
USEFUL TO U.S. POLICY AIMS RUN ALONG LINES SIMILAR TO 
VAN LENNEP'S. WE BELIEVE THAT THE TEST OF THE OECD'S 
USEFULNESS IN THE FUTURE IS WHETHER IT CAN ADAPT 

ITS STRUCTURE SO AS TO DEAL MORE RAPIDLY AND EFFECTIVE- 
LY WITH THE KEY ISSUES THAT ARE OF CONCERN TO THE 
PRINCIPAL INDUSTRIAL DEMOCRACIES. AS IT DID WITH SPEED 
AND EFFECTIVENESS IN CASE OF TRADE PLEDGE ADOPTED LAST 
MAY. WE SUGGEST THAT ADAPTATION OF THE OECD MIGHT 
TAKE PLACE IN THE FOLLOWING AREAS: 

A) MORE EMPHASIS ON RESTRICTED GROUPS IN GENERAL 
ECONOMIC, MONETARY AND FINANCIAL POLICY WITH EMPHASIS 
ON EPC AND WP 3. 

IF GROUP OF FIVE EXPECTS TO CONTINUE RESTRICTIVE 
MEETINGS, IT MAY BE USEFUL FOR COUNTRIES CONCERNED TO 
INDICATE THAT THEY DETERMINED TO CONTINUE HAVE SUCH 
MEETINGS, AND TO KEEP THEM PRIVATE AND RESTRICTED, 

BUT THAT THEY ARE PREPARED TO KEEP OTHER OECD GOVERN- 
MENTS INFORMED THROUGH THE APPROPRIATE OECD BODIES, 
WHICH WILL BE BROUGHT INTO CLOSER RELATIONSHIP WITH THE 
WORK AND THINKING OF THE FIVE. IN THIS WAY THE KIND OF 
INFORMAL DIRECTORATE THAT IS BEING FORMED BY THE FIVE 
COULD BE MADE MORE ACCEPTABLE TO NON-MEMBERS AS WELL 
AS MORE EFFECTIVE THROUGH USING OECD MECHANISM TO 
IMPLEMENT DECISIONS OF FIVE AND TO GATHER SUPPORT FOR 
THEM IN WIDER CONTEXT. 

B) NEW ENERGY AGENCY SHOULD BE LAUNCHED IN OECD WITH 
NECESSARY INDEPENDENCE BUT WITH APPROPRIATE OECD 
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UMBRELLA. 

C) WHEN IT BECOMES CLEAR THAT THE NEW ENERGY AGENCY 
WILL BE SUCCESSFULLY APPENDED TO OECD AND ESPECIALLY 
IF OECD THROUGH RESTRICTED GROUPINGS IS GIVEN MORE 
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TANGIBLE ROLE IN COPING WITH CURRENT ECONOMIC AND 
MONETARY POLICY PROBLEMS, WE SHOULD CAPITALIZE ON 
MOMENTUM THUS GAINED BY PROPOSING BROAD REEXAMINA- 
TION OF HOW OECD MIGHT BE MODERNIZED TO MEET TODAY'S 
NEEDS. A FORMULA FOR SUCH AN EFFORT COULD BE 
THE "WISEMEN APPROACH" WHICH WAS USED TO PREPARE 
ORIGINAL OECD CHARTER. WE KNOW VAN LENNEP IS RECEPTIVE 
TO MORE THOROUGH REFORMS OF THIS TYPE AND IN FACT HAS 
LAUNCHED HIS OWN PRELIMINARY STUDIES WITHIN SECRETARIAT 
AND AMONG KEY HEADS OF DELEGATIONS OF THE POSSIBLE 
DIMENSION AND CHARACTER OF SUCH REFORMS. 

10. WORKING ALONG THESE MUTUALLY REINFORCING LINES' 

MISSION BELIEVES THAT IT WILL BE POSSIBLE TO MAKE OECD 
MORE FLEXIBLE AND MORE RELEVANT TO BOTH U.S. FOREIGN 
POLICY OBJECTIVES AND NEEDS OF INDUSTRIALIZED COUNTRIES 
FOR MORE BENEFICIAL AND CONSTRUCTIVE INTERACTION AMONG 
THEIR ECONOMIC POLICIES. IN THIS WAY WE CAN ALSO HELP 
PROVIDE SORELY NEEDED DEMONSTRATION OF THE DETERMINATION 
OF THE PRINCIPAL INDUSTRIALIZED COUNTRIES TC TAKE 
SUCCESSFUL CHARGE OF THEIR ECONOMIC DESTINIES. 
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